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Abstract

The consensus of financial markets participants and experts in Jordan, as expressed in the
conclusions of the Financial Markets Forum of February 2004, is that there is a need, and an
opportunity, to broaden the range of financial instruments available to issuers and investors in
Jordan; but also that doing so will require the development of the appropriate legal
framework which is presently not in place.

It was determined that, as a practical matter, it is best to determine which amendments to the
Securities Law are necessary to permit the emergence of these new instruments, and to
develop a set of Bylaws for the JSC specifically oriented toward Asset Backed Securities.

The AMIR project has therefore undertaken to develop a draft “Instructions” (JSC Bylaws),
and proposed Amendments to the Securities Law., to provide a legal framework for the
following four types of new financial instruments:

As background for this step, the AMIR project, grouping consultants with international and
Jordanian law expertise, identified specific areas in current laws and regulations where
changes would be needed permit a range of asset-bank bonds instruments to emerge.
Meetings were held with the Jordan Securities Commission, the Companies Controller, and
other financial markets experts, to assist the AMIR project in developing the concepts for a
legal framework permitting the development of collateralized bonds, mortgage bonds, asset-
backed bonds, and special purpose securitization vehicles.

The draft Law which is the result of these efforts can now be presented to appropriate
authorities for review and determination of which legislative vehicle (a new stand-alone law,
or amendments to existing laws such as the Securities Law or the Companies Law) should be
employed to but the needed framework in place permitting the development of these new
financial instruments.
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Executive Summary

This project’s objectives are to propose amendments to the Securities Law, and the text of
proposed Bylaws (Instructions) of the Jordan Securities Commission, in Arabic with English
translation, to provide a legal framework permitting the emergence of Asset-Backed
Securities as new instruments in Jordan’s financial markets. These two proposals are
submitted with this Report as Attachments 1 and 2. They have been submitted to the Jordan
Securities Commission at a meeting of September 28, 2005, the conclusions of which are
described in this Report.

The background leading to these objectives consisted of (1) conclusions reached at the
Financial Markets Forum of February 2004, and (2) the contents of the AMIR Project’s
Report of September 17, 2004 (“Recommended Actions to Remove the Obstacles to
Collateralized and Asset-Backed Bonds in Jordan). The Financial Markets Forum of February
2004 assembled the leading institutions active in Jordan’s financial markets under the
auspices of the AMIR Program and the Association of Banks of Jordan. One of the main
conclusions of that Forum was that a legal framework for asset-backed bonds is currently
lacking, and should be developed soon, in order to broaden and deepen Jordan’s financial
markets and permit the development of new financial markets instruments. The Forum
concluded that new legislation is necessary to establish a clear and workable framework for
pledging collateral (including mortgages) as security for bond issues. The Forum also
recommended developing a proposal for new legislation to clearly permit collateral of various
asset categories to be pledged in favor of bondholders. The Forum also recommended
establishing a legal framework to permit special purpose vehicles to issue bonds
collateralized by specific categories of assets such as mortgage loan receivables, among
others.

The September 17, 2004 Report cited above had the specific objective of identifying the
obstacles to the issuance of corporate bonds backed by collateral pledged by the bond issuer
in favor of bondholders, such collateral consisting of any type of assets, be they movable or
immovable assets, or financial assets such as mortgage loans portfolios. The Report identified
the gaps in laws and procedures to be overcome, and made two specific proposals: (1) that
the definition and functions of the “Issue Trustee” (entity acting on behalf of bondholders) as
cited in the Companies Law be defined in the JSC bylaws relating to licensing procedures;
and (2) that the Companies Law be amended in two of its Articles to better define the role of
the Issue Trustee, to enable that entity to formally represent the bondholders before a Court or
any other authority as needed to exercise the bondholders’ rights as creditors and
beneficiaries to any pledged collateral backing a bond issue. The JSC has followed the first
recommendation of this Report by preparing a definition of the activities of the Issue Trustee
to add to its Bylaws, consistent with the current definition in the Companies Law. However,
the second proposal in the September 17, 2004 Report (amendments to the Companies Law
to clarify the role of the Issue Trustee as representative of the bondholders as creditors) has
not been undertaken, so this proposal was included as part of the present Report’s proposed
amendments to the Securities Law.

AMIR Program
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Summary of this Report’s Proposals and their presentation to the Jordan Securities
Commission

This Report includes the following two texts prepared under this project (in both Arabic and
English versions):

Proposed Amendments to the Securities Law (Attachment 1)

Proposed Bylaws (Instructions) to be issued by the Jordan Securities Commission
(Attachment 2)

These proposed texts are aimed at providing the legal framework necessary to permit the
following new types of financial instruments:

1. “Collateralized bonds”, permitting collateral of any kind to be pledged in favor of
bondholders;

2. “Mortgage-backed bonds”, permitting institutions to issue bonds backed by a floating pool
of property mortgage loans;

3. “Asset-backed” bonds, permitting institutions to issue bonds backed by various categories
of assets, in particular pools of financial assets;

4. *“Securitized bonds”, issued by “special purpose vehicles” (“Securitization Companies”),
and backed by various categories of assets including mortgages.

These documents were presented to the Jordan Securities Commission on September 28,
2005, for its review. The AMIR Program and consultant team met first with the Deputy
Chairman of the Commission, Dr. Ahmad Mustafa, together with Commissioners Dr.
Abderrazaq Beni Hani and Mr. Bassam J. Asfour, and Ms. Tujaan El-Rawashdeh, Head of
the Legal and Enforcement Department.

The conclusions of this meeting were that the Commissioners seemed positive on the
concepts and their desirability. They cited the actions already taken by the JSC as a result of
AMIR’s September 17, 2004 report (the preparation of a JSC Bylaw definition of the Issue
Trustee).

However, upon later examination of the new JSC Bylaw covering the Issue Trustee activities
(included with this Report as Attachment 3), it is clear that, while this is a very positive step,
it is insufficient to provide the framework for the emergence of asset-backed securities in
Jordan. The proposed amendments to the Securities Law in particular are needed for this
emergence to take place, because (1) the role of the Issue Trustee must be fully acceptable to
any Court where the exercise of the bondholders’ creditor rights (for example, in foreclosing
on pledged collateral assets) is required. The JSC Bylaws are a necessary, but not sufficient,
step in this direction, as there needs to be clarity in the Law as well.

The other area where clarity in the law is required is to status of the pledged assets in event of
insolvency or liquidation of the bond issuer or originator of such assets. For any true asset-
backed bond issues to emerge (including mortgage bonds), it is important that the Law be

AMIR Program
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clear on the isolation of such assets from the pool of assets subject to insolvency or
liquidation of the issuer, i.e. such pledged assets must satisfy the obligations in favor of the
bondholders in full before they are included in the insolvency or liquidations proceedings.

For these two important reasons, it is recommended that the Jordan Securities Commission
study the proposed Amendments to the Securities Law submitted by AMIR on September
29, 2005 (Attachment 1). These Amendments are very brief and, in the view of the AMIR
consultants, are the minimum requirement for adoption in Law. The more detailed
Instructions (JSC Bylaws), set forth in Attachment 2, spell out in much more detail the
procedures and activities which should govern the various types of Asset-Backed Securities
and the roles and responsibilities of the various parties to such issues.

The decision to support the emergence of asset-backed securities in Jordan is a policy
decision, not simply a technical matter, so it is important for the Commissioners to direct
their legal staff to study the matter, using Attachments 1 and 2 as a starting point, and to
develop proposed texts and course of action which the JSC can approve and, in the case of
amendments to the Securities Law, propose to the Government of Jordan for appropriate
legislative action.

AMIR Program
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Attachment |

Proposed amendments to the Securities
Law:

Adlal) (31,99 ¢ silal Aa yiRal) cdgaal)

I. Article (2) DEFINITIONS (add four new
definitions)

Securitization Company: a juridical entity (a
company) whose sole purpose is to engage in
those activities necessary for the fulfillment
of a Securitized Bond transaction as a Public
Issuer.

Securitized Bond: securities issued by the
Securitization Company as a Public Issuer,
backed by collateral consisting of financial
rights which the Securitization Company has
acquired and which are pledged to the
investors in the securities.

Securitization Portfolio: any assets belonging
to any Public Issuer which have been
irrevocably pledged in favor of the investors
in a public issue of securities.

Issue Trustee: a legal person, duly licensed by
the Commission as a Custodian, which acts
on behalf of and in the interest of the
Corporate Bonds Owners Assembly in a
securities issue, including enforcement of the
investors’ rights to a Securitization Portfolio.
The duties of an Issue Trustee include, but are
not limited to, those stipulated in the
Companies Law, Articles (126) through (129)

Corporate Bonds: Corporate bonds are
negotiable securities that may be issued by
any company permitted by this Law to issue
such bonds. Corporate bonds can be offered
for subscription in accordance with the
provisions of this Law and in order to obtain a
loan. The Company undertakes to repay the
loan principal and interests in accordance
with the issue conditions
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Corporate Bond Owners Assembly: An
assembly formed from the owners of
corporate bonds in every issuance by
operation of law for safeguarding the rights of
the bond owners and for taking the necessary
measures to preserve these rights, in
cooperation with the issue trustee.

Il. SECURITIES COMMISSION

Article (8), section B: (add a new paragraph)

[.....the Commission shall assume the
following  main  responsibilities  and
authorities:]

8. Regulating the establishment and
registration of Securitization Companies,
procedures,  activities and  authorities
pertaining to Securitization Companies,

Securitized Bonds, Securitization Portfolios,
and Issue Trustees.
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I11. NEW SECTION: Article (107)
“COLLATERAL FOR PUBLIC ISSUES OF
SECURITIES”

When publicly-traded securities are backed
by any form of collateral, including movable
property, immovable property, or a
Securitization Portfolio, the following shall

apply:

A- The pledge of any collateral backing a
public issue of Corporate Bonds shall
be duly registered in favor of the Issue
Trustee on behalf of Corporate
Bondholders Assembly. Issue Trustee
will be — for the purpose of this
provision- acting on behalf of the
Corporate Bondholders Assembly in
mortgage and enforcement
procedures. This provision shall take
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effect and supersede
provisions of Law.

A Securitization Portfolio backing any
issue of Corporate Bonds by any

Public Issuer shall be removed from
the insolvency estate of the Issuer. In
case of insolvency or liquidation of
the Issuer, the assets constituting the
Securitization Portfolio shall not enter
into the Issuer’s insolvency estate, and
the liquidator shall not take control
over any of the Securitization
Portfolio assets, until all obligations
toward the holders of the Corporate
Bonds, and shall be fully met by the
proceed of the Securitization Portfolio.
Where a Securitization Portfolio has
been sold to a Securitization Company
for the purpose of a Public Issue, such
sale  must be irrevocable and
immediate, and cannot be reversed or
challenged by any party subsequently
to such sale. In case of insolvency or
liquidation of the seller of the
Securitization Portfolio, or of any
other party which previously owned
the assets constituting the
Securitization Portfolio, the assets
constituting the Securitization
Portfolio shall not enter into the
Seller's insolvency estate, and the
liquidator shall not take control over
any of the Securitization Portfolio
assets.

The sale of a Securitization Portfolio
may be concluded and fully valid
without notification to or consent of
any third parties including the debtors
(obligors) from whom payments are
due under the financial assets or
related collateral constituting the
Securitization Portfolio. This
provision shall take effect and
supersede any other provisions of
Law.

any other
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Stamp Duty exemption:
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An amendment to article 121 by adding the
following phrase ".... Sale and purchase of
Securitization Portfolio..."

The said article shall become as follows:

((Notwithstanding the provisions of the
Stamp Duties Law in force , prospectuses of
securities, registration thereof, trading therein,
Sale and purchase of Securitization Portfolio
and any transactions related thereto shall be
exempt from stamp duties .))
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Attachment 11

Proposed JSC Bylaws

Instructions on Asset-Backed Securities

Proposal of

September 28, 2005
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Instructions on Asset-Backed Securities

¥l 45 gaaall alu) cilaylas

Art. 1

These Instructions shall be called “Instructions on Asset-Backed Securities”

(1) Baall
(v Ainad J 5V 5 garimal) 3Lis¥) ilglas) Cilaglal) 83 (o

Definitions

iy i)

Art. (2)

The following words and expressions shall have the meanings as indicated
below, wherever they appear in these Instructions, unless the context indicates
otherwise:

The Commission: The Jordan Securities Commission

The Board: The Board of Commissioners of the Commission

The Chairman: The Chairman of the Board

The Person: a natural or legal person

Financial Assets: any type of financial rights rise from debts

Securitization Portfolio: any assets belonging to any Public Issuer which have
been irrevocably pledged in favor of the investors in a public issue of securities.

The Issue Trustee: a legal person, duly licensed by the Commission as a
Custodian, which acts on behalf of and in the interest of investors in a securities
issue, including enforcement of the investors’ rights to a Securitization
Portfolio. The duties of an Issue Trustee include, but are not limited to, those
stipulated in the Companies Law, Articles (126) through (129)
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Securitization Company: a legal entity (a company) whose sole purpose is to
engage in those activities necessary for the fulfillment of a Securitized Bond
transaction in which the Securitization Company is a Public Issuer.

Collateralized Bonds: bonds issued publicly for which repayment is guaranteed
by moveable, immoveable, or Financial Assets owned by the issuer.

Securitized bonds: a special type of bond issued by the Securitization

Al (3lastn old gl

) 9 Aall J gual) (e daaa £ g A ganaa 585 A ALY 1] gatl A gadaal) ALY
Audd) sie juaal oo A gjaa Lgalala g8a ()68 g Aia) Apaiil) LgalEas aads

Al J a4 ganiae i) e 55 (R 5 1o il (8 ) sy o A panaal) i)
e alaa il 0a A all () saall (e i e 3 lke Dllall J peal) () 5S5 Cumg

Company, which purchases a Securitization Portfolio from an “originator”. The | - ) ' . Gl A8,
cash flow and other collateral underlying the Securitization Portfolio is | *aise (e ddaiuall J) sl Jaanil L S 5S Gy ) 5ill AS il Aiad () (il 5 1 diandl)
dedicated solely to paying the bond maturities G5l
Asset-Backed Bonds: bonds which are specifically backed by a given type of
Financial Asset, the cash flow from which services the bond and where the
bondholder rights are isolated from issuer bankruptcy.
Mortgage-Backed Bonds: A type of Asset Backed Bond where the Financial
Asset is a portfolio of mortgage loans backed by real property
Originator: the person who owns the assets of Securitization Portfolio and
intends to sell such assets to the Securitization Company
The Servicer: the person appointed by the Securitization Company as its agent
to collect the amounts due from the Securitization Portfolio
Obijectives of the Instructions Cilaghall) Sl
Art. (3) :(3) 3kl
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The Instructions aims to contribute to developing the Kingdom's economic
system and strengthen its trustworthiness. This shall be done by utilizing assets
and the secured loans owned by persons who are eligible under this Instructions
to carry out the transactions mentioned hereunder, through securitizing them or
issuing secured bonds which generate income in accordance with the rules and
conditions stated under this Instructions.

rn A A 3 ai g ASLaall 2 sabaBY) LLE s plad 2 deabuall ) cilodail) 338 Cangy
Ol g laglaill 83gs 3 geaiall Bl A jlas Led By ol ilgaldl €l s g Cils 53 G
Ll Taile cpillall 8 (38a5 2ol 45 paim e Slin) el 5l Lel ) 5i Gk (e 4 sanndl)

 lalail) 3¢ Lle (o samiall AlSaY) 5 da gyl Gy el gl Al cilgall

Art (4) (4)
o Lo Adasi all Jlae Y1 cladlall 5 el ) audaii o Cilagdail) 338 Guadai juaiy
This Instructions shall Regulate the procedures and authorities pertaining to Gl e
Gl ddasse o
A) Secur!t!zat!on Compa_nies, Yol 2
B) Securitization Portfolios, 3 saaddl S 2
C) Issue Trustees Ja¥l A gaszaall SY) s
D) Collateralized Bonds @) ) s 5 A panaall Sy
E) Asset-Backed Bonds RERPN RGN
F) Mortgage-Backed Bonds
G) Securitized Bonds.
Collateralized Bonds 4 gacaal) Aiua)
Art. (5) (5) Bl

For the purposes of this Instructions, the Issuer — who is any entity entitled to

i) Hlaal ¢l Ll §ean S ASHEN g8 5 ¢ jraall Bay Gladaill 33 ualaal )
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issue bonds — may issue bonds collateralized by his moveable, immoveable or
financial assets for a period of time, whereby the bonds and the interest fixed
on the bonds shall be due on a specified date, and which shall be offered for
subscription in accordance with rules of this Instructions and any other related
laws.

e Allall Ll geal of A gaiall yae o A gaiall all gals 43 gaian Alis) laal ¢ a8l
il Badae By (e oy )l (o adall Adaiiee SLin) 038 () 55 iy Aigma 3 5
o e Jghaill 2 ki g cllagledll 33 Lgale Gy i) o il 5 ALSaYT (34

Al ol (il g8l el 5 jaiall

The Register

Jaad)

Art.(6)

a) In addition to other registers for recording collateral pursuant to the
related legislation, the Issuer has to arrange a special register for all
collateral taken for the benefit of the Corporate Bond Holders
Assembly (CBOA). The register shall be called Bond Collateral
Register (BCR)

(6) dalall

5 A 3 a8 i g Lo el (35 iy (1) Bl l) ALY
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J

b) ;I'\;ll?]ercs(;lilaterals shall be transferred with the transfer of bonds in e Sl Al il (05 13 s Ly A5l 3 i, LS 3k
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¢) The rules related to enforcement law shall be applicable in case of | S2=Y J=e¥ S5 S e el & “.‘?‘ & {”-szufj\ :
enforcing the guarantees. A0SRl B
d) The rights of bearers of collateralized bonds shall have a special
privilege over any other privileges granted in accordance with other
laws.
Art. (7) (7) okl

a- The Issuer has to maintain the Bonds Collateral Register during the life
of bonds.

b- The Bonds Collateral Register shall describe clearly all the assets that
collateralize bonds and shall have a valuation for such assets.
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c- In recording bonds' collaterals, any formal procedures imposed by
competent authorities shall be followed in accordance with the

app

licable laws.

The Prospectus

Art. (8)

a. Subject to the provisions of arts. (34 and 35) of the Securities Law and in

additi

on to any information required by this Instructions, the prospectus

of the issued Bonds shall contain the following information and
documents were applicable:

N o o ~ w b oE

Any of the registers required by the provisions of this Instructions.
The method of valuation for assets

Minimum ratio of collateral value to outstanding bond obligations
The procedure to be followed for periodic collateral valuation
Identification of the Issue Trustee

The Trust Deed

The process for substitution of collateral where such collateral is a
changing pool or where collateral value may fall below the
stipulated minimum ratio

A certificate proving that the collateral has been registered with the
concerned authorities if the nature of the assets so requires.

Any other information or documents enhancing the aims of the

prospectus as may be required by the commission.

(8) dalall
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b. The Commission shall verify the fulfillment of conditions stated in the

previous paragraph.

Corporate Bonds Owners Assembly

Ayl S L

Art (9)

a.

An assembly named the Corporate Bonds Owners Assembly (CBOA) will
be formed by the owners of bonds by operation of law. CBOA shall be
subject to relevant rules under Companies Law.

The CBOA shall have the right to enforce the collateral following a
decision taken by the CBOA in accordance with related laws. The Issue
Trustee shall carry out all the procedures to enforce such collateral in
accordance with the related laws.

The Issue Trustee may enforce the collateral, in accordance with the
applicable foreclosure procedures, either following a decision from the
CBOA (as stated above) or when it is necessary to protect the bondholders
rights, the Issue Trustee can enforce the collateral without a decision from
the CBOA providing that the interests of bondholders can not afford any
delay in enforcing the collateral. However, in the second case, the Issue
Trustee has to notify the CBOA

Any bondholder has the right to request from the Issue Trustee to call for a
CBOA meeting in case there is a breach in fulfilling his rights under the
bonds. The Issue Trustee has the right to call CBOA for a meeting without
a prior request from a bondholder.

In case the CBOA rejects or fails to decide to enforce the collateral, when
the issuer breaches his duties under the bonds, or the Issue Trustee rejects
to carry out the enforcement the bondholder shall be entitled to ask the
competent court to carry out summery proceeding to enforce the collateral.
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The court decision shall be considered final in this regard.

Assets Backed Bonds J ¥l 4 gaaal) ALLY)

Art. (10) (10) satall
gl o 0 (Ao Jeand o)) Gl i) lacal ¢ 6l Ll jaan A0 @il Gl sy

a- Any entity eligible to issue bonds may obtain permission from the | slail ddlal eiliatue (anads G sk e dallal L saals 45 saae il laaaY
Commission to issue bonds backed by its Financial Assets through | sia s s cupmy Siu¥) sdgd dialin ciliatiual) oda ) 5SU 522a0 200 5l 52a] )
designating a group of its financial rights against others, payments naal) AL el gl laal Cala g3 5 ) 5il) Adadaa oand Adadna 3 J gl
payable upon maturity and any collateral guarantees them in a separate | Coa gas sl Lilal ) oy oil) Aadaad 45 Kl 5 48 ) gall culdliainy) aSle Jiis o
portfolio to collateralize the issued bonds. Such portfolio shall be called ' ol 438 gay dei Gy Ball Al g S
(Securitization Portfolio). et laas La s dlle Cliaiiea (e (o sill Adabae (<8 Ay e IS 2

L3 g g

b-  The ownership of the securitized rights shall be transferred in accordance
with rules of assignment of right that it needs the issuer consent.

c- Any of the securitization portfolio components - financial rights,
payments payable upon maturity and any collateral guaranteeing them —
shall be called “Assets”.

Art (11) (11) 33kl
AU T g ) 81 55 (B ) i) Adadae il s e (8 a iy

Assets of the securitization portfolio shall fulfill the following conditions: Adle 23l ge )l e 50l Cula s gall oda (S5 o)

a- the assets shall generate cash flows Lbyd e Ralaa e 53380 5 A0 il Ao b Ak Cilaga gall @l jaadll ellia of -

b- the originator shall have a fully legal, unconditional and A Gl B sl e AR il ga sall 065 0

enforceable ownership right upon the assets

c- the assets shall be free from any obstacle that may prevent | iy 15 gall Juaasddee 3uxi o i 3 e (s e A g sl S5 o -
collecting the assets’ receivables T s sal iy )

d- the assets shall be free from third party claims.

Art (12) (12) salall
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The issuer shall arrange a separate register describing clearly the Assets of the | {1\ 5,5 et dlainall ) o) il 138 8 Ly et o e o8 Janel) 138 Jiay
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securitization portfolio and shall keep such register in his headquarter. This
register shall note that the assets are pledged to secure the bondholders rights
arising from the bonds in accordance with Articles (6) and (7) of this
Instructions.

laaill 338 (e (7) (6) ) sall plSal 335 jlaal) (el (palina Siuy)

Art (13)

In addition to what is prescribed under art.(8) of this Instructions, the
prospectus of Asset Backed Bonds must describe the procedure for substitution
of assets in the securitization portfolio in the event such assets mature before
the bonds; go into default; or for any reason are revalued below the level of the
stipulated ratio

: (13) 3l
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Art (14)

In case of insolvency or liquidation of the Issuer, the assets of the securitization
portfolio shall be designated to fulfill only the bondholder’s rights related to the

(14) 33
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Al
same portfolio, and the assets shall not enter in the insolvency estate. The | i L ) . )
following procedures shall be followed: -8 e 4o Al () 052 G sl Adias a8 sl Gl s -1
1.The Issue Trustee shall manage the assets securitization . L el oL . i
portfolio; the insolvency liquidator shall not be able to take A (Sl o b e oy Alaiaall lasa e Bbosly Jlaa¥) Gual oy -2
control over any of the securitization portfolio assets. paras s AS ALY (Slhe o dbaill e o) 58l Cuaa (9) salal Gy

ALy el a
2. The Issue Trustee shall liquidate the assets of the securitization
portfolio upon a request from the CBOA in accordance with N . . A
Art. 9. Then the Issue Trustee shall distribute the proceeds of AR e U iy Shomally JaSll i) e 5 slam 2np Biie e B J25 -3
liquidation among the bondholders in accordance with their rights . . . o Al s e Gasa
under the outstanding bonds they own. i laall 5 ¥l (e 3 g sland Gy sill Ahdae Gl a e S e Al (4 -4
patll 8 Huadl B ae oAy sl Gael cpfies sl Sl old 4. 53U
3.Any surplus amount after discharging all the bondholders rights shall be given | =12 O#l sl 8 dmiial) J W) crsnd fidl) gl oa dpaadl (IEY1 G
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to the liquidator to enter the insolvency estate. ABal|

4.In case that the liquidation of the securitization portfolio assets

was insufficient to discharge all the bondholders’ rights, then the

bondholders shall stand as unsecured creditors and compete,

regarding the remaining unfulfilled rights, with the other

creditors for the insolvency estate.

Art (15) (15) 3alal)

In case the proceeds generated from the sale of portfolio assets are not enough
to discharge all the bondholders' rights, the bondholder shall compete on the
insolvency estate with the other creditors as unsecured creditors in regard to the
remaining outstanding rights.

Oty LY Sle lé aluy) ébé;ﬁ;ﬂ@a\a};}d\@g%@js?m Jda B
el i A (e (i Ll Al e CaS1S Al i sl ) el mnd (3

) Sl R 3 gy 4 il laal g 40500 43kl iU Jaa aemdl) el dlla b
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il il 530 G 13 g Ly Ada oyl A jlial) cililanall g olUasll S5 8 JA5 Al g sl

In case the Issuer breaches his duties that rise from bonds issuance, the CBOA A8
is entitled to instruct the Issue Trustee to carry out the necessary procedures to
obtain the outstanding value of bonds, including enforcing the portfolio assets
in accordance with the related laws.
Mortgage Backed Bonds g Mad) C ) G g ks 4 gacaal) i)
(16) 3l

Art. (16)

Entities that are entitled to provide loans secured through mortgaging housing,
commercial or industrial property or lands, may issue bonds collateralized by
such mortgage loans, which shall be designated in a securitization portfolio (the
Cover) for the benefit of CBOA as represented by the Issue Trustee.

@&)&G@&Aﬁ@ﬁ&ﬂ\u'a;)ﬁ\éjﬁ%bﬁ&)\.«a\.@u@iﬂ‘U_ﬂ‘s‘)ﬁaﬂd;g:
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Art(17)

The immovable properties under the previous paragraph should be insured
against destruction.

(17)841.‘5\
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Art (18)

a- The nominal value of the issued bonds shall at all times be covered by a
group of mortgage loans owned by the Issuer and such group shall be
called (main cover).

b- For the purpose of calculating the value of the main cover, the amount of
the loan granted by the issuer to its debtor shall not exceed.... % of the
value the mortgaged property in the case of housing property as
mentioned in art 16, and not more than..... % of the mortgaged
property in the case of the other types of property as mentioned in art 16

18) sakall
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Art (19)

For the purpose of substitution of fully or partially repaid loans or the
substitution of any defaulted loan from the main cover, or of any loans from
the cover for which payments are in arrears more than 90 days, the Issuer has
to include in the mortgage bonds cover a group of financial rights called
(substitute cover) in order to ensure that all the issued bonds are covered in a
way that guarantee its full repayment in the due dates. The financial rights
may be one of the following:

a.  Cash or balances with the Central Bank of Jordan, or a licensed bank,

(19) dalall
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or irrevocable undertaking by any of such entities to repay the issued el o BlS g e G
bonds on the due dates.
b. Claims against the government of the Kingdom of Jordan or the
Central Bank of Jordan, as well as claims fully guaranteed by them.
Art (20) (20) 5Ll
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The cover of the mortgage bonds for a given issue (the sum of the main cover
plus the substitute cover) must at all time more than the issued and outstanding
principal amount of the mortgage bond issue. The substitute cover of the
mortgage bonds for a given issue cannot exceed 30 % of the total principal
amount of the bonds issued and outstanding (i.e. the main cover cannot be less
than 70 % of the principal amount of the bonds issued and outstanding).

uJ.mS.J\ sllaall 48 j4lati Y sy J\PY\ = dla LS‘ ‘_g (ALAAA\ ).\;:) kel caland)
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Art (21) (21) sl
The bondholders’ rights shall be always secured by the assets of Securitization Sl g )
Portofolio constituting the issuance cover (main cover and substitute cover) ' '

Art (22) (22) sl

a- the Issuer has to arrange a register describing clearly the assets that enter
in the issuance cover (main and substitute cover) and shall keep it in the
headquarters of the Issuer. The register shall include the following
information:

1. Outstanding principal balance as of the moment of
disbursement of the loan and as of the end of the latest
calendar quarter.

2. Original repayment term as of disbursement and the
remaining repayment term until the final repayment of the
loan.

3. Interest rates, fees and commissions under the loan.

4. Risk classification of the loan as of the end of the each
contractual year since disbursement, and as of the end of the
latest calendar quarter.

5. Type of the immovable properties mortgage for collateral;
their mortgage appraisal, and the ratio between the
outstanding principal of the loan and the mortgage appraisal
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as of the moment of disbursement and as of the end of the
latest calendar quarter.

b- The Issuer shall be responsible for maintaining the abovementioned
register and the accuracy of its information

c- The register shall continue in effect until the full repayment of all bonds

Art (23)

The assets under the cover shall not guarantee or secure any other liability
except the bondholders’ rights that arise from issuing the mortgaged bonds, and
this shall be noted on the register.

(23)341.4\
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Art (24)
the process of issuing mortgage bonds shall be subject to the procedures set
under Securities Law.

(24) sl
Al G315V o 8 ASaY Ay el il sa s &S saaall Colaiad) laal auady

Art (25)

In addition to what is prescribed under art.(8) of this Instructions,, the
prospectus of mortgage bonds shall include the methods followed by the issuer
for valuating the mortgaged property that enter in the issuance cover and any
value changes occur during the debt life.

(25) salal)
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Art (26)
in case of the issuer insolvency the following rules shall be followed:

a- In case of issuer insolvency, the assets enter in the issuance cover
(main and substitute cover) shall not enter in the insolvency estate and
the liquidator shall have no control over the such assets.

b- The Issue Trustee as a representative for the CBOA shall manage the
assets mentioned in the previous paragraph

c- CBOA may instruct the Issue Trustee in how to manage the assets
(liquidate, sell or manage the assets until the full repayment of the
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assets)

d- In case that it is decided to sell the assets, then the following

requirements shall be followed:

1- The sale shall be through a public auction that is announced in

two newspapers.

2- The sale revenue shall be designated to repay the bonds

3- Sale revenues shall be distributed between the bondholders in

according with there rights under the outstanding bonds

4- Any remaining amounts after the full repayment
bondholders rights shall be entered in the insolvency estate

e- The obligations of the Issuer under a mortgage bond issue shall be
considered repaid when the aggregate value for the sold assets
becomes equal to the aggregate amount of outstanding principal and
accrued interest due under the outstanding bonds prior to the beginning

of the sales of the loans.
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Art (27)

In event of failure of the Issuer to make any payment of interest or principal on
the mortgage bond issue when due, and in event such failure to pay persist for a
period exceeding 90 days past the date when payment is due, the issuer of
mortgage bonds shall be deemed to be in default and article 9 from this

Instructions shall apply.

(27) 3kl
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Securitization Company

Gl A8l

Art (28)

(1) The Securitized Bonds are issued by the Securitization Company,
where the Securitization Company (the Issuer)  purchases the
Securitization Portfolio from the person who owns it (the Originator)
and issues the Securitized Bonds in the manner stated under this
Instructions

(2) The Securitization Company shall be entitled to acquire the

Securitization Portfolio and issue bonds guaranteed with such portfolio.

(28)341.4\
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Art (29) the Originator
The originator shall fulfill the following requirements:
1. Be registered in Jordan
2. Have a good financial status. A good financial status means that the

originator shall be able to pay all his due financial liabilities.
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Art. (30)

1. the originator shall be protected from any liability may rise because
of his disclosure of information related to the securitization portfolio
for the securitization company

2. The Issuer has to arrange a register for the assets of securitization
portfolio as provided in art. (7)
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Art. (31):

(31) 3akal

AMIR Program

25




Asset-Backed Securities: Proposed JSC Instructions and Amendments to the Securities Law

1. The Securitization Company has to appoint an entity to be a servicer who
shall act as an agent for the issuer and carry out the following activities:

a- Collect the proceeds that flow from the assets of the
securitization portfolio
b-  Transfer such proceeds to the Issue Trustee

2. The originator, if not otherwise agreed, shall continue collecting the
receivables on behalf of the securitization company subject to the
following:

To perform its duties with diligence expected by a prudent person.

To hold the proceeds in a special account separated from him and
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does not enter in his financial estate and does not guarantee his 3
debts.
To transfer the collected proceeds to the Issue Trustee in a shortest
possible time.
3-
Art (32) (32) sl

A securitization company has to be set to carry out the securitization
transaction. It shall be company that engages only in activities necessary for the
fulfillment of the securitization transaction.
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Art (33)
A:

A Securitization Company is an entity allowed to conduct the business of
Securitization, defined as issuing marketable bonds secured by the financial

(33) 33
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rights (assets), payments that are due upon maturity and the related collateral. A
Securitization Company must have the business of Securitization as its sole
corporate object.

A Securitization Company may be incorporated as a company under current
laws, provided it has been granted approval to be established by the
Commission as set forth below.

B:

A Securitization Company, as a precondition to its incorporation, must be
approved [licensed ?] by the Commission. The sponsors of the proposed
Securitization Company must pay an application fee to the Commission of
........... , and must submit, together with the receipt for payment of such
application fee, the following information and documents to the Commission
with its application:

1. A summary of the intended purpose and activity of the Securitization
Company, which must include a description of the type of Securitization
Portfolio it intends to acquire for the purpose of Securitization; and the
identity and nature of business of the Originator of that Securitization
Portfolio, who will sell the Securitization Portfolio to the Securitization
Company.

2. ldentification of the sponsors (incorporators) of the Securitization
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Company; its intended shareholders; the intended members of its s
governing body (Board of Directors); any other parties who will ensure | v s, gsla ¢ (gl Jslly o gus oMol 3 allall e ol ok of Rugl Sl g
the management of the Securitization Company. The Shareholders of a | 4, slaall 354y e sbeall gaen il LSl 5 llall i sy )5 e Lagy (1)) sty
Securitization Company may include entities or individuals associated | Luell 25 &b oo el (.) Jsadi ¥ s IS Lellae | A jlaay el (5, 5l 4S540
with the Originator or with any other party participating in the intended okl e
Securitized Bond transaction, except for the Issue Trustee and External
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Auditor, such entities and their owners and managers being prohibited
from participating in the ownership or management of the Securitization
Company.

3. The identities of the intended parties who will participate in the intended

Securitization, to include:

a. the Issue Manager or Underwriter;

b. the Servicer who will collect the Securitization Portfolio (which
may be the Originator or another entity);

c. the External Auditor who has reviewed or will review the
valuation of Securitization Portfolio;

d. the Issue Trustee (who must be an entity licensed by the
Commission as a Custodian).

Description of the exact corporate or personal relationships between any
of the parties identified in pars. 1, 2 and 3 above, including relationships
between and among their principal owners and managers.

Proof that the parties identified in par 2 above were not convicted of any
crime, felony or misdemeanor under any Law, or to any declaration of
bankruptcy unless rehabilitated.

Evidence of experience and efficiency necessary for proper conduct of
the securitization of the intended Directors and managers of the
Securitization Company and of the other parties who will participate in
the transaction identified as per paragraph 3 above.

Evidence of an irrevocable offer to sell the Securitization Portfolio from
its owner (the Originator), representing its pledge to sell such
Securitization Portfolio to the Securitization Company. This pledge
must include a condition that the sale shall not be valid until the
successful subscription to the intended bond issue, and that it shall be
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deemed valid immediately upon the completion of such subscription.

C:

Approval by the Commission of this application shall be granted or denied, and
the applicant shall be so notified, within sixty days from date of submitting
complete documentation to the Commission. The Securitization Company may
be incorporated at any time within three months of the CMA’s approval
decision, and evidence of its incorporation and registration shall be submitted to
the Commission within 15 days of sucu incorporation.

The approval by the Commission of the Securitization Company of the
licensing application shall not be construed as implying the subsequent
approval by the CMA of the Offering Prospectus for the intended bond issue.
Such Offering Prospectus may be approved or rejected by the CMA based on its
merits and compliance with all laws and regulations relating thereto.

Any failure by the Applicant or any other party to correctly disclose correct
information, or by providing false information, about the intended ownership of
the Securitization Company at the time of the application shall cause the CMA
approval of the Securitization Company to be immediately invalidated; or if the
securitization transaction has been completed, the parties providing false
information or failing to disclose their ownership relation to the Securitization
Company shall be subject to prosecution under the laws for criminal fraud.

Art (34)
Issuing bonds by the SC shall be through a public issuance and subject to the
provisions of Securities Law.

(34) dalall
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Art (35)

The purchased securitization portfolio shall be pledged to ensure the repayment
of the issued bonds and any revenues, cash flows rise from the securitization
portfolio or any available credit enhancement shall be used to repay the
bondholders’ rights.

(35) salall
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Art (36)

The SC shall arrange a credit enhancement to substitute any shortage which
may occur in the revenues or cash flows of the securitization portfolio for any
reason.

(36) 33
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Art (37)
Credit Enhancement could be by one of the following methods:

1. By the securitization portfolio with a discount price.

2. Over-collateralization, to agree with the originator to assign or sell
more assets or receivables when there is a shortage in the
securitization portfolio.

3. A guarantee from a third party
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4. Cash or balances with the Central Bank of Jordan. S
5. Claims against the government of the Kingdom of Jordan or the
Central Bank of Jordan, as well as claims fully guaranteed by them.
Art (38) (38) dalall

a- The aggregate value of the Securitization Portfolio and credit
enhancement shall not be at any time less than 100% of the aggregate
value for the SC liabilities

b- The securitization company’s liabilities includes:

1-  the amount of outstanding bonds issued by the SPE and the
incurred interest under the same transaction

2- Any expenses or fees necessary for the securitization
transaction.
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Art (39) (39) Bakal)
The Securitization Company and the sale of securitization portfolio shall be | ¢ 8lire a5l Adaine Al a5l an ddee (5 5<5 5 il uiall (e Blina () 5l A8 )0 ()53
exempted from taxes including stamps duty skl o
Art (40) (40) 3

1-  The Securitization Company shall appoint a licensed Issue Trustee to
carry out activities related to bondholders’ rights

2-  The Securitization Company shall deposit all the documents proving
the purchase of the securitization Portfolio, credit enhancement
documents, or any documents related to the transaction including the
register of the assets.
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Art (41)

The Securitizatoin Company has to arrange with the person who collects the
securitization portfolio receivables to deposit such receivables in a account with
Issue Trustee separate from the originator or the Securitization Company. The
account shall be dedicated only to repay the Securitization Company liabilities
arising from issuing the bonds.
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Art (42)

The account mentioned in the previous paragraph and the assets of
securitization portfolio shall be pledged to guarantee, only, the bondholders’
rights and shall not guarantee rights of creditors of originator, Securitization
Company or Issue Trustee

(42) skl
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Art (43)

in addition to the provision of article (8) of this Instructions, the prospectus of
the issued bonds shall contain the following additional information:

1- names of administrative members that manage the Securitization
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Company or the name of the third party delegated to manage the
Securitization Company.
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2- the name of the appointed person to collect the receivables of the & i G A R
Securitization Portfolio (the Servicer) Al Lo pamy (Al ol 5l 5 G 5l Ao 12 G SO Al
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4- the register of assets of the Securitization Portfolio which shall | s3# dasb duell ol ,5) Glasa sall (e peaie JSdalall Sl gladll 7
include: ) (o steal
G siall e Lt 0 8 Y Ol camg A 5 G sil) Aladaal  SladY) Cayinatl) 3algd anis -5
a- the assets type Al Lasas il ae ) sall G 5 Lale 435 jiall clal VL elB ) e 3 a8l e JIal)
b- valuation of assets and method of valuation sha AlSaY LB 5 o 28 B3 ) sill A o Alee () 208 S libesdll (e Bl -6
Loy Lo 5 Agllall (3 58al) JS ASle Jasidy 55 g da i o dllea ye 533U LSl 5 Cilaglail
c- aclear description for each asset
d- further information required by the securities commission
5- Credit rating for the securitization portfolio which shall not be less
than the level that shows the ability of repayment for all liabilities.
6- A statement from the legal counsel to the securitization transaction that
the transfer of Securitization Portfolio was prepared according to
provisions of this Instructions. The statement should also stipulate that
the sale is enforceable, immediate and unconditional, and transfers all
the rights to payments payable upon maturity and to collateral.
Sale of securitization portfolio G gil) Addaa au
Art (44) (44) sk
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The sale of the Securitization Portfolio between the assignor and the
assignee (securitization Company) shall be subject to the provisions of
this Instructions

laglail) 338 HlSal (38 5 Led) Jlaall

Art (45) Procedures of Sale

1-

2-

Use of the standard and approved form of sale available at the
commission

Submit this form to the Commission and related authorities
when the originator is under the supervision of a specific
authority

Submit a list of any transferred guarantee to the competent
agency where the guarantee is registered. These agencies shall
make a note of transfer on the guarantee registration.

The sale shall be enforceable, unconditional, immediate and
transfer all the rights to the Securitization Company

The seller shall guarantee the existence of the Securitization
Portfolio

The transfer of assets shall not be voidable due to insolvency
rules that void the transfer of assets in the suspected period
before the insolvency of the transferor.

The assets shall be transferred at fair value

The sale shall not lead to an additional encumbrance upon the
originator debtors

Any guarantee, mortgage or pledge connected with sold assets
shall be transferred automatically to the buyer of assets
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Article (46)

The sale of Securitization Portfolio does not need the consent or knowledge of

(46) 33t
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the originator’s debtors

Art (47)

After concluding the sale, the originator shall not be responsible for sold assets
and they shall be considered excluded from his financial estate. Further, neither
the insolvency of the originator nor the Securitization Company shall affect the
cash flow rise from the assets of the Securitization Portfolio.

(47) 3l
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Issue Trustee
Art. (48)

A) The Corporate Bonds Owners Assembly shall have the right to change the
Issue Trustee whom appointed by the Company issuing the corporate bonds.

B) The Issue Trustee shall be licensed by the concerned authorities to practice
this activity.

Art. (49)
The Issue Trustee shall assume the following responsibilities:

a)  To represent the Corporate Bonds Owners Assembly before Courts
as a plaintiff or a defendant and to represent same before any other
authority.

b)  To undertake the secretarial duties at the meetings of the Corporate
Bonds Owners Assembly.

c) To perform the work necessary for protecting the Corporate Bonds
Owners Assembly and safeguarding their its rights including
administration and preservation work.
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d)  Any other duties entrusted to him by the Corporate Bonds Owners ) Sl A L A 55 5 ,AT cladla ol Jadl g1 -k
Assembly.
e)  To represent the Corporate Bonds Owners Assembly in the mortgage
or collateral procedures.
f)  To oversee the collecting process that done by the servicer.
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g) To receive the collected receivables from the servicer as described

under art 43

h) To pay back the principal amount and the due interests to the

bondholders

i)  To carry out the procedures to enforce the collateral in the cases

stipulated in this Instructions.

j)  Any other duties entrusted to him by the Corporate Bonds Owners

Assembly

Art (50)

A) The Issue Trustee should allocate an independent account for each
securitization process. He should not mix, merge or combine his
personal accounts with those of the securitization transactions, or

between those accounts or any other accounts.

B) The Issue Trustee should allocate a separate account for the

following securitization transactions

1. Payment of securitization bonds.

2. Payment of due return on bonds.

3. Management of investing surplus assigned rights collected.

Art (51)

The Issue Trustee should prepare a monthly report on the securitization
portfolio. He should also notify the Commission and the CBOA of this report

after being approved by the auditor.
The report should include the following:
a. Sums collected during report period.
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Art (52)

o

Dues of bondholders that were paid.

Commissions and expenditures that were deducted.

Surplus of money deposited to him and fields of investing such
sums and what was repaid to the portfolio assignor.

Cases of delay or reluctance to pay and related procedures.
Anything that may essentially affect the credibility of guarantees
related to assigned rights.

Any changes on the agreement with the Trustee or any other entity
that is responsible for collecting rights and assigned dues that may
not affect the bondholders’ rights.

The Issue Trustee shall maintain the following books, registers and accounts:

1. An analytical register of the debtors of assigned rights according to

3.

their due dates and the types of guarantees submitted by each of
them.

A ledger containing due sums on every debtor, the paid and the due
sums on him.

A register of the commercial notes that are due and were not
collected.

4. A statement of the collected sums.
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Attachment 111

Draft JSC Bylaws relating to the Issue Trustee (translation from Arabic version)

Issue Trustee

Article (40):
The Issue Trustee may carry out the following activities:

1-

2-

To represent the Corporate Bonds Owners Assembly (CBOA) before Courts
as a plaintiff or a defendant and to represent same before any other authority.

To perform the work necessary for protecting the bondholders and
safeguarding their in cooperation with the Corporate Bonds Owners Assembly.

To undertake the secretarial duties at the meetings of the Corporate Bonds
Owners Assembly

To notify the Companies controller, Issuer and any market where bonds issued
with the decisions of the Corporate Bonds Owners Assembly

To follow up with the Issuer regarding fulfilling the bonds and distributing the
interests in due dates as defined in the prospectus.

Attending the general assembly meeting for the Issuer and report such meeting
for the bondholders if necessary.

Oversee the Issuer's activities that may breach the prospectus and notify the
CBOA with such illegal activities

Call the CBOA for a meeting when it is necessary

Any other activates delegated by the CBOA
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